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POST-WAR HOUSING: FOR SALE OR RENT? 
BENJAMIN HIGGINS* 


OUSING plays a prominent réle in the post-war planning of 
England, the United States and Canada. Among the many bother- 
some questions of detail that arise, one that needs careful consideration 
is “How much new housing should be designed for rental and how much 
for owner occupancy?” Since public housing has consisted almost 
entirely of rental units, this question is identified to some extent with 
the more basic question, “How much of the post-war housing programme 
can be financed by private enterprise and how much must be subsidized 
by the Federal Government in order to provide decent homes for the 
lower income groups?” 


On this continent “home ownership” has so long been presented 
as an ideal for which all should strive that it is too seldom questioned. 
Indeed, it has become a fetiche so prevalent as to be a serious barrier 
to effective planning in the housing field, and—which is much the same 
thing—a source of opposition to public housing. 


Conceivably, a public housing programme could be devised to 
subsidize home ownership. To reach the lowest income third, which 


*While the author is a member of the Subcommittee on Housing and Com- 
munity Planning of the Dominion Committee on Reconstruction, none of the ideas 
expressed in this paper can be attributed to the Subcommittee. 

The author wishes to express his obligation to Nathan Strauss, former Adminis- 
trator of the U.S. Housing Authority, for arousing his interest in this problem and 
starting him on the right track. Mr. Strauss cannot, of course, be held responsible 
for any of the views presented. 
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cannot afford monthly outlays for housing in excess of $15.00, the 
Government would have to provide the bulk of any down payments and 
give some assistance with monthly payments as well. For rural projects 
some such system may be advisable, since land ownership and home 
ownership are so hard to separate. For urban projects, such a scheme 
is unnecessarily expensive, and undesirable from the occupant’s point 
of view. 


The phenomenally low rents in public housing projects, averaging 
under $13.00 per month in the United States, are due in no small 
measure to amortization periods longer than the average life expectancy 
of the occupants. If equally low payments are to be achieved in a home 
ownership programme, either the federal subsidy will be unnecessarily 
large, or most occupants will never finish paying for their houses in 
their own lifetime. Moreover, dictates of cost and design make row 
housing or multiple dwelling units virtually mandatory for low-cost 
urban projects. Efficient utilization of land space around such projects, 
so that adequate playgrounds, lawns and gardens are provided, is 
impossible if the land is chopped up into individually owned lots. The 
land, therefore, must be owned in common if anyone is to benefit from it. 
Under such conditions, private ownership of mere bits of buildings would 
be a hollow farce. Thus home ownership is ruled out for public housing 
projects unless we are willing to pay subsidies much higher than in other 
countries. What, then, are the advantages of home ownership, what the 
disadvantages? 


In the latter 19th century, when the tradition of home ownership 
was thoroughly absorbed into North American folkways, our economy 
was still essentially a rural or village one. In 1871 over half of the 
gainfully occupied people were engaged in farming, forestry and 
fishing.1 The economy was an expanding one, and a relatively stable 
one. Thus the owner of a farm or a woodlot, with a house and other 
buildings, was likely to be relatively prosperous and to gain from his 
investment. “Home ownership”, with the accompanying “land owner- 
ship”, was the chief form of entrepreneurship, the surest way to obtain 
a comfortable income. What could be more natural than that “home 
ownership” should come to be regarded as a desirable aim? It was 
roughly equivalent to “owning your own business”, with an added 
modicum of safety and prestige as compared to “owning your own 
business” today. 


Now, however, the situation is entirely changed. The “three F’s” 


1Royal Commission on Dominion-Provincial Relations, Report, Vol. I, p. 22. 
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provide only about one quarter of our population with its income. Since 
the last war hundreds of thousands of Canadians have left the farms 
for the cities. From 1891 to 1931 the proportion of population living 
in rural areas fell from 68.2 per cent to 46.3 per cent. Our economy 
has become an urban and industrial one. “Home ownership” is equiva- 
lent to “owning your own business” for very few people these days. 


The transition to an urban economy, with urban tastes and habits 
and social customs, has reduced the size of families. Partly due to 
urbanization, the Canadian birth rate fell nearly 25 per cent from 
1881 to 1931, and more rapidly since. Fewer children means fewer 
reasons for home ownership. ‘‘Home” is no longer a large house with 
abundant space inside and outside for many children to play and work 
and grow up into healthy adults. “Home” for an ever-increasing number 
of people necessarily means an apartment in a huge multiple-dwelling 
building, where none of the advantages of “home ownership” of the 19th 
century remain. Yet the provision of proper space for play is as 
important as ever. It can be provided by public housing, but not if land 
space is individually owned. 


II.—RELATIVE COSTS OF BUYING AND RENTING 


In deciding whether to buy or rent housing accommodations, people 
are apt to compare the cost of the house with the rents they would pay 
for similar accommodations over the life of the house. Such a simple 
comparison gives a grossly inaccurate picture. There are many costs 
of housing besides construction costs which are covered by rent and 
which are just as real though not so apparent when anyone buys a house. 


Most obvious of these is interest on the mortgage. Since this cost 
enters into monthly cash payments, most people consider it in making 
comparisons with rents. Interest on the mortgage runs around 25 to 
35 per cent of rental value in most cities and most income brackets.” 


Less obvious is the interest on the down payment, since the down 
payment is usually amortized over a short period, or taken out of 
savings. In either case, however, there is an interest cost, whether in 
the form of actual interest payments or in the form of income sacrificed 
by investing in a house rather than some income-earning asset of equal 
risk and illiquidity. 


Most people will also take account of taxes on owned houses. Taxes 
may constitute a major cost item. In New York City, for example, tax 


*Bureau of Labor and Statistics, Family Expenditures in Selected Cities, 1935-36, 
Vol. I, “Housing”, p. 37. 
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costs for home owners in the income bracket $500-$750 per year 
amounted to 62.2 per cent of total rental value.* In General, taxes run 
around 15 to 20 per cent of rental value. 


Insurance and repairs each constitute about 10 per cent of rental 
value. A cost frequently forgotten is the cost of acquisition—legal fees 
for title search, etc.—which may run as high as 5 per cent of the value 
of the house. 


When these cash outlays are added together they still amount to 
less than rental value, in most cases.* In fact, these outlays amount to 
little more than one-half of rental value. It is this spread between cash 
outlay and rent that fools many people into believing that it is cheaper 
to own your own home. The difference between cash outlay and rent is 
itself, however, a cost to home owners because—to quote the U.S. Bureau 
of Labor Statistics—“they could be renting their dwellings to other 
families and receiving the full rental value from their tenants.” This 
argument requires amplification. 


If everyone in the real estate market knew exactly what alternatives 
were open to him and could foresee exactly the course of economic 
fluctuations and their effects upon his own situation in the real estate 
market, no discrepancies between money cost of renting and buying 
equivalent accommodation could persist for a significant length of time. 
A relatively low rent level, for example, would lead to sales of houses 
and assumption of rent contracts, until falling values of houses and 
rising rents would wipé out this discrepancy. Indeed, in such a world 
there could be no continuing divergence of value of a house from the 
present value of all its rental yields throughout its lifetime. In a com- 
petitive market, this value would also be equal to cost of producing the 
house, including in cost a normal profit. 


The question may arise as to whether the higher vacancy ratio on 
rental houses would not produce a difference in rental and purchase 
cash outlays even under the conditions we are now assuming. The 
vacancy ratio is lower for owner occupied homes in the real world 
because of the slower turnover. The turnover of rental dwellings and 
the vacancy ratio could be reduced to the same level as owner-occupied 
homes by the use of long-term leases. In the real world, uncertainties 
as to continuation of the tenant’s willingness and capacity to live in 
8’Page 32. This high figure clearly indicates a lag in lowering the assessment value 

of slum property. 
4An exception is New York City, for incomes between $500 and $750, where cash 


outlays exceed rental value. The previously mentioned high taxes probably 
account for this situation. 
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the same place and meet his rents, imposes limits to the natural tendency 
of rents to fall with the length of lease. In our hypothetical case, such 
uncertainties would not exist, and no difference between rental purchase 
costs could exist. 


It follows that any difference in cash outlay for renting or buying 
houses in the real world must be due either to the landlord’s risk (of 
vacancy or loss through transfer) or to the superior knowledge of 
particular individuals with respect to the opportunities available in the 
real estate market. The landlord’s risk, however, is present even when 
an individual is his own landlord. There is still the same chance that 
the occupant’s income will fall, or that he will want to move somewhere 
else. In selling his house, he may lose by vacancy, or by sacrificing for 
a quick sale. The sole reason for the lower vacancy ratio on owner- 
occupied houses in the real world is that under the customary financial 
arrangements the loss on sale of a house after a short period of 
occupancy is obvious, and only people reasonably sure of their position 
will buy a house. Moreover, they will not move so readily after having 
bought one. Thus the owner-occupant should consider as a “cost”, the 
income sacrificed by concentrating his risk-bearing on his own home, 
rather than in some income-yielding asset or occupation. When this 
“opportunity-cost”, in the form of profit sacrificed, is added to cash 
outlays, the cost of buying must equal the cost of renting for the market 
as a whole. 


III.—HOME OWNERSHIP AS AN INVESTMENT 


There remains the advantage accruing to particular individuals as 
a result of special knowledge of conditions and trends in the real estate 
market. Speculative gains may arise from either renting or buying, 
depending upon these conditions and trends. If real estate values are 
rising it will pay an individual to buy a house, whether for his own 
occupation or to rent to others on an ascending scale. It will pay him 
to own the house he occupies if he intends to remain in it long enough 
to realize the gain through the rise in real estate values. If real estate 
values are falling, it will pay to rent rather than buy. 


Speculative gains depend upon a divergence of opinion with respect 
to trends. If everyone expects rising real estate values, no one will sell 
until the present price equals the expected future price (with some 
allowances for interest). Thus, if occupants are better off because they 
have induced the landlords to sell instead of renting, the landlords must 
be worse off than if they had rented instead of selling. One might argue 
that speculative gains add more to economic welfare if spread among 














74 The Quarterly Review of Commerce 


many occupants than if concentrated in the hands of landlords, but the 
proof would be rather tenuous. 


Over the past century, real estate values in this country have shown 
an upward trend. Thus people who owned homes and stayed in them 
long enough tended to gain. Moreover, our economy was relatively stable 
in the 19th century. Our population was growing rapidly and frontiers 
provided safety valves for depression, so that depressions tended to be 
short-lived. Economic fluctuations took place around a rising trend of 
employment, output and income. Large scale emigrations of industry 
from the older regions had yet to take place. In such a world, home 
ownership was a relatively safe investment. It was in this sort of world 
that the tradition of home ownership was established. But this world 
no longer exists. Our population approaches a stationary level. Our 
frontier is gone. Technical progress can no longer be counted upon to 
increase total investment and employment. Today, home ownership is 
a risky business. 


Moreover, speculation with respect to something so essential to 
welfare as adequate housing is a luxury that people with low incomes 
cannot afford. Let us even assume that the objective probability of 
making a gain through purchasing a house, relative to renting, is one to 
two! that is, that there are equal chances of paying $10 a month more 
for housing than for renting equivalent accommodation, and for paying 
$10 a month less. For people with incomes under $1,500, a loss of $10 
a month in income subtracts more from satisfaction than the gain of 
$10 a month would add, because of the diminishing marginal utility of 
income. Accordingly, if the objective probabilities are one to two, people 
as a whole will lose by speculating in housing. 


That home ownership is a risky sort of investment is clearly shown 
by figures of foreclosures and vacancies. During the 1930’s nearly 10 
per cent of all American non-farm dwellings suffered foreclosures.5 The 
total number of foreclosures during this decade was very nearly equal 
to the total number of new dwelling units built during the period. The 
average rate of foreclosure was about one per cent per year. Assuming 
the average life of a house to be 25 years, there is, therefore, roughly one 
chance in 4 of foreclosure on the house at some time during its life. 
These figures underestimate the risk of home ownership, since they 
include foreclosures on rental dwellings which are often owned by 
corporations, many of which have reserves to withstand foreclosure, 
and, accordingly, have a lower foreclosure rate than owner-occupied 


5We regret the use of American figures, but Canadian conditions are similar. 
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dwellings. Moreover, these figures do not cover cases of sale at a loss 
in order to avoid foreclosure. Similarly, these figures apply to all homes, 
and the foreclosure rate is accordingly considerably smaller than the 
foreclosure rate on the less expensive houses. 


The number of people leaving particular jobs far exceeds the 
number of unemployed in any year, as indicated by the following figures: 


TOTAL SEPARATION RATES 


Industry 1931 1932 1933 1934 1935 1936 1937 1938 1939 
All Manufacturing ...48.38 51.98 45.38 49.17 42.74 40.35 53.11 49.22 37.71 


Monthly Labor Review, September 1940, Vol. 51, No. 3, Table L., p. 701. 


The Canadian National income fell from 5.3 billions in 1929 to 2.8 
billions in 1933; the index of employment fell from 77.8 to 54.5. Surely 
few people can afford to undertake commitments for 20 or 25 years, 
involving some 20 to 30 per cent of their present monthly income, in 
such an uncertain world! Rents, it should be noticed, fluctuate with 
incomes and payrolls. They lag a bit and fluctuate in somewhat smaller 
proportion; but they are more flexible than cost of living in general, 
and provide a much better adjustment to changing conditions than 
fixed home purchase contracts. 


In many cases where an individual changes jobs, even within the 
same city, there will be an advantage in changing his residence also. 
Home ownership may prevent an advantageous move of this sort. These 
figures show the high degree of instability of employment in the con- 
temporary industrial world; they do not show the number of cases 
where people have felt compelled to refuse better positions because they 
have been saddled with a house which they owned and could not sell 
without substantial loss. 


Even for farm real estate, voluntary sales amount to nearly 3 per 
cent per year, while farms sold for taxes or foreclosed add another 
2 per cent. This means that, on the average, all farms change hands 
about once in 20 years—some time during the life of a house. With 
average luck and experience, in other words, an individual buying a farm 
house will not own it during its entire life. And these figures are for 
relatively good years, 1936-1939! During the depression years, forced 
sales alone ran from 3% to 7% of farms, depending on the region. Thus 
over a whole business cycle, the average period of occupancy is less 
than 20 years. Over the 30’s, a declining proportion of purchases of 


*Source: The Farm Real Estate Situation, 1936-37, 1937-38, 1938-39, B.A.E., October 
1939. 
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rural real estate were farmers, and a rising proportion had other 
occupations. 


Further estimates of the riskiness of home ownership are gleaned 
from figures of vacancy ratios. Vacancy ratios show a pronounced 
cyclical movement. For each of the 46 American cities studied by the 
Department of Commerce, the vacancy ratio fell from 1936 to 1937, 
rose in 1938, and fell in 1939. In Denver, for which more complete 
figures exist, the cyclical fluctuations are more clearly shown: 


VACANCY RATIOS 


(JANUARY) 

Year when built 1930 1932 1937 1938 1939 
Prior to 1901 . BA 5.2 9 1.6 | 
Be = 20t0............... . od 3.2 9 1.3 1.1 
i e 2.6 2.9 12 9 Be | 
Ey. ee 2.9 4.1 me 8 9 


Source: Federal Home Loan Bank Review, “Trends in Residential 
Vacancies”, p. 227. 

It is interesting to note that in prosperous years, such as 1937 and 
1939, the spread in vacancy ratios for different ages is very small. It is 
clear that during the downswing, 1930-1932, there was a shift to older 
(and less expensive) houses. Very significant is the fact that in 1932, 
over 4 per cent of new houses were vacant. This figure indicates a 
considerable loss for owners of new houses during the depression. 


Most new housing is built during boom periods, when costs of 
production and incomes are high. From 1923-29, the average annual 
real investment in American housing was $5.1 billions. From 1936-39, 
the same figure, which includes non-profit housing, was only $1.9 
billions.? Needless to say, the years 1936-39 were prosperous compared 
with the early thirties. The index for 29 cities, 1920-30—100, fell from 
164 in 1925 to 7 in 1932.° In Canada, construction follows the business 
cycle even more closely than in the United States.°® 


It follows that the cost of new houses, and the monthly obligations 
undertaken in buying a new house, tend to be high. Low-income workers 
who undertake such obligations find themselves unable to maintain them 
in depression periods when their incomes fall. To quote a prominent 
labour leader, “Workers are desirous of having homes, but they have 
‘Source: Alvin Hansen, “Fiscal Policy and Business Cycles.” 

SSource: Clarence Long, Building Cycles and the Theory of Investment, p. 229. 
*°Cf. O. J. Firestone, “Estimate of Gross Value of Construction in Canada, 1940,” 
Canadian Journal of Economics and Political Science, May 1943. 
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not forgotten the tragic experience beginning in 1929 in lost homes, 
savings and equity. Workers are contenting themselves with undesirable 
living quarters rather than run the risk of losing all equities and all 
savings when another depression comes. The worker knows that a home 
is expensive, not only to own it but to maintain it, due to high taxes, 
upkeep, and so on. Lack of national unity in the housing programme is 
largely responsible for the failure to meet the workers’ fear.’’” 


One might offer as a counter argument that houses sold are also 
bought, so that one man’s loss is another man’s gain. One could just as 
well argue that a stock market boom and crash does no harm. The 
injurious effects of fluctuations in value of real estate are of two sorts. 
First, there is a tendency for the vacancy ratio in dwellings to increase 
with the number of foreclosures, due to a lag in reducing prices or rents 
to a level that guarantees occupancy. Vacancy is economic waste. 
Second, a real estate boom and collapse affects national income in the 
same manner as a stock market boom and crash. 


The national income, in terms of dollars, equals the number of 
dollars outstanding, including checking accounts, multiplied by their 
average turnover. When loans are made for purchase or construction 
of houses, the total volume of loans is increased, since banks normally 
make loans by creating a deposit for the borrowers. The use of the 
account to pay for the house does not reduce the total volume of deposits, 
but merely transfers the ownership of the deposit to other people. Even 
cash paid out tends sooner or later to flow back to the banks as deposits. 
Thus financing of new homes increases the total amount of money pur- 
chasing power and so raises national income. During a depression, 
however, the volume of mortgage loans is contracted, and so the volume 
of deposits, and national income, also contracts. In this manner, pur- 
chase of homes amplifies general economic fluctuations. Accordingly, 
there is a general loss involved in foreclosures, through their effect in 
accentuating a general deflation. The cyclical effects of American home- 
financing are depicted in Table I. Rents, on the other hand, tend to 
fluctuate with income. A system of universal renting would restrict the 
risk-bearing to a specialized group of landlords (public or private), 
better able to withstand loss than low-income workers. 


Source: TNEC, Part II, Construction Industry. Dan Tracy, Brotherhood of 
Electrical Workers; pp. 5273-74. 
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IV.—OTHER MOVEMENTS OF INDUSTRY AND POPULATION 
AFFECTING HOME OWNERSHIP 


“One of the greatest population movements of centuries is taking 
place in America today,” writes Kenneth Hood of the Cornell College 
of Agriculture."! He is referring to the migration of city workers into 
the suburbs for residence. A partial explanation of this movement is 
the tendency in recent years for industry to move out of the centre of 
cities to suburbs and small towns. For example, during the 20’s, manu- 
facturing decreased 6% within the corporate limits of Chicago, but 
increased about 30% in the surrounding suburbs. In the South Atlantic 
territory, 40% of total gains in all plants during the late twenties is to 
be found in communities with less than 10,000 population. Similar 
trends can be observed in Canada. 


These movements are further evidence that the desire to live in a 
particular spot is likely to be transitory in our economy. In some cases, 
of course, people moving out into suburbs can dispose of their downtown 
property for commercial purposes at a profit. In many other cases, 
houses in the central areas become too expensive to maintain, taxes 
mount, yet no buyer can be found who will pay a price sufficiently high 
to prevent loss. Any of the older cities has its share of residences 
boarded up or even torn down in order to escape costs of maintenance, 
sold for a song for offices or apartments, in order to escape the burden 
of taxes. In the case of factory sites being moved, the loss on neighbor- 
ing homes is more obvious, since the proximity of the factory may have 
been the sole raison d’étre for the sort of houses in its vicinity. 


Broad regional shifts in location of industry also create instability 
of employment. Between 1849 and 1919 the “centre of manufactures” 
moved 329.2 miles west and 15.7 miles south. In the same period the 
centre of population moved only 290.2 miles west. This lag of population 
movements behind industrial movements is observable in all decades in 
the period but two, the 50’s and 70’s. In other words, industry tends to 
move first, and people must follow their jobs—which is easier if they 
are not saddled with long-term obligations. 


V.—MORTALITY OF BUSINESS FIRMS AND HOME OWNERSHIP 
The only intensive study of the mortality of business firms to my 
knowledge is restricted to the three cities of Minneapolis, St. Paul and 
“Is It Cheaper to Live in the Country? Ithaca, 1934. 
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Duluth for the years 1926-1930.'2 The results are, however, so striking 
that they cannot be grossly atypical for the continent as a whole. 


The average life of firms in the three cities together was found to 
be 6.6 years. Manufacturing firms had the longest average life (eight 
years) and retail firms the shortest (six years). As might be expected, 
the more heavily capitalized firms were best able to maintain themselves. 
The average life of firms with net life of $500,000 and over was 33.2 
years, and for firms under $2,000 5.2 years. Only firms with a net worth 
exceeding $75,000 show an average life exceeding 18 years—while pur- 
chase of a house takes 20 to 25 years in most cases. 


The number and total liabilities of Canadian firms failing during 
the late twenties is another commentary on the instability of our 
economic life in the best of times: 


CANADIAN COMMERCIAL FAILURES 


1925 1926 1927 1928 1929 
Number (thousands) ........ 2.0 r RI 2.0 1.9 2.1 
Liabilities (millions) ........ $35.2 $28.4 $26.1. $36.5 $31.9 


It is scarcely necessary to add that when a firm fails its employees 
are out of work. Who knows where their next job will be? Clearly, it 
is to their advantage if they are not restricted to a particular area 
because they have all their savings tied up in a house for years to come. 
Even if they find work in the same city they may find it advantageous 
to move to another house. Even the employers in firms which fail may 
be glad to be free to move to less expensive quarters to help get back 
on their feet. 


VI.—CONCLUSION 


This rough survey of the elements entering into the decision 
between housing for rent and housing for sale shows clearly the limita- 
tions upon home ownership in our industrialized economy. On the farm, 
where the house is an integral part of the capital investment in the 
business, home ownership may still have some justification even among 
the lower income groups. However, the farm problem is much more 
than a housing problem, and plans for rehousing rural families must 
necessarily be broader in scope than plans for housing non-farm families. 
In the public housing programme proper, home ownership has no 


function. 
12Mortality of Business Firms in Minneapolis, St. Paul and Duluth: U. of Minnesota, 
Employment Stabilization, Research Institute; Mortality of Business Firms in 
Minneapolis, St. Paul and Duluth, 1926-1930; Earnest A. Heilman; Vol. II, 
Number 1, May 1933. 
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Even in a stable economy, the impression that home ownership is 
cheaper than renting is erroneous. Actually our economy is not only 
highly unstable but is no longer rapidly expanding. In such a world, 
home ownership is a risky investment and a deterrent to the freedom 
of movement essential to optimum adjustment both for the individual 
and the economy as a whole. People in the upper income third, who can 
afford to take losses on their houses and who are willing to run this risk 
for the privilege of satisfying their individual tastes, constitute the 
market for sale houses. In the past, it is for this group and this group 
alone that new houses have been built on anything approaching an 
adequate scale. People in the middle income third can perhaps afford 
to pay a landlord to take the risk for them, and if the costs of construct- 
ing and financing houses can be reduced there will be an opening here 
for purely private investment. The lowest income third can afford 
neither the risk of home ownership nor the rent necessary to cover all 
costs including the reward for private risk bearing. Here public 
subsidization is the only solution. 


> 


“Under the new order,” writes Charles F. Lewis, Director of the 
Buhl Foundation," “for great numbers of our people, all of the once- 
vaunted glories of home ownership have passed, the old shibboleths have 
lost their meaning and only the hollow fiction remains.” 


BLaw and Contemporary Problems, “Home Financing,” School of Law, Duke Univer- 
sity, Vol. V, Autumn 1938, No. 4, p. 603. 








POST-WAR MANUFACTURING IN THE 
DOMINION 
W. R. YENDALL 


F there was any doubt twelve months ago as to the wisdom of dis- 
cussing post-war plans in the midst of an exacting war, there is 
practically none today, for we have already reaped some decided 
advantages from the clash of opinions. Some ideas that seemed good a 
year ago, under vigorous threshing, have proved to be chaff, while 
others that found scant support in the beginning are now accepted in 
a gradually evolving post-war programme. There has seldom been a 
more interesting example of the value of long-range public discussion 
on a subject that calls for some knowledge of economic principles, clear 
perception of existing realities, and a lot of common sense. We are not 
yet in position to formulate a comprehensive scheme, but there is good 
prospect that by the time the guns cease firing we shall have a fairly 
clear view of what is possible and what is necessary. 


The pre-war tempo of expansion in the industrialization of Canada 
has been greatly accelerated by the war,.and much of the gain achieved 
in production, equipment, and skill, will be carried over into our post- 
war economy. Since the standard of living in any country, other things 
being equal, is directly proportionate to its power-and-productive- 
equipment per capita, and since there is almost no limit to the amount 
of manufactured goods that can be absorbed, if they come to market in 
balanced proportions according to the desires of the people as indicated 
by the way they spend their money, the foundation is already laid for a 
substantial advance in the economic welfare of our people. 


One agreeable development arising from the expansion of manu- 
facturing, and the expansion of trade and transportation that always 
accompanies it, is that not all the people who have left the farms will 
return to them; we shall thus have a better balance between manufactur- 
ing and agriculture, and the other so-called primary industries (which 
are primary in sequence, but not in economic importance, as providers 
of employment or creators of national wealth). 


What can manufacturing do toward insuring success for the 
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programme of full employment which is rapidly becoming a universal 
objective in North America? Full employment is a _ reasonable 
expectation. It is not likely that the present high figures of war-time 
employment will continue in peacetime, for there are thousands of 
people now at work from patriotic motives who will leave the ranks at 
the end of the war. But whether they do or not, full employment is a 
normal condition if we make due allowance for the shifting of vocations, 
changing residence, and some unemployables. Balanced production of 
goods and services is the first essential of steady employment, and calls 
for wide-gauge business statesmanship, not only to avoid booms (which 
are mainly responsible for crises), but to discover how the planning of 
individual enterprises may be broadened out by considerations of the 
national interest, so that in operation they may sum up to something 
like a national programme, flexible, not compulsory, allowing full play 
for individual initiative, but guided by a realization of the necessity for 
wider horizons than hitherto. Planning is an everyday job for most 
businessmen—it only needs to go a little deeper for its foundations, and 
a little higher for its inspirations. 


Undoubtedly unemployment during the depression of the thirties 
assumed much larger proportions than were necessary and could have 
been reduced by greater local initiative, with a reasonable amount of 
nation-wide co-ordination. Unemployment at almost any time is about 
75% a local condition and generally much less than 25% a national 
condition. 


The assumption of mass unemployment after the present war was 
quite common in the early stages of post-war discussion. “How are we 
going to find employment for all the people who are now engaged in the 
armed forces and in war industries?” In the mass the problem appears 
tremendous. And there are other questions: How much time will be 
required to convert factories from war to peace production; how about 
the new machinery; how about the changes in materials and designs 
and tools that will be necessary to utilize the discoveries and the im- 
proved technique developed during the war? 


Dr. Cyril James has suggested that it will take from three to thirty 
months to convert from war to peace conditions, and that during that 
period of readaptation “the demands for men and women in industry 
will be comparatively small.” To meet this situation the common remedy 
is an immense public works programme—the Marsh report suggests an 
appropriation of one billion dollars for this purpose, and desires plans 
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for this work to be laid out in full detail without delay, so that they 
may be put into action immediately when the war stops. 


Let us examine the major premise —that we shall have heavy 
unemployment after the war. Instead of trusting logic and imagination, 
let us ask businessmen what they expect and what they are going to do. 


A recent questionnaire in the City of London reveals some impor- 
tant facts. To the question, ““How much time will you require to change 
over from war to peace conditions?” twenty-seven businessmen, mostly 
manufacturers, said “None at all.” Three said three months, two said 
six months, two said nine months. 


Of this same group, twenty-one out of thirty-four expect the 
demand for their products during the first two post-war years to be 
greater than in 1939 by anywhere from 25 to 100%, and ten more 
expect the demand to be at least equal to 1939. A few estimate their 
possible decrease at an average of 30%. 


Only three of the group anticipate any difficulty in securing 
necessary raw materials promptly after the close of the war. 


To the question whether they expect to be able to make the change 
over from war to peace satisfactorily on their own resources, without 
any special arrangements in the way of governmental or financial 
assistance, they all answered yes, except one manufacturer, who thought 
he might need some arrangement for accelerated depreciation, and 
another heavily engaged in war production who might be in difficulties 
if the government did not relieve him promptly of a heavy war inventory. 


The following figures are interesting as indicating the effect that 
cessation of war would have on present staff. Seven expect a reduction 
of staff averaging about 25%. Thirteen expect to carry on with their 
present staff, although in many cases this is much larger than in 1939. 
Ten others expect to increase their staff immediately at the close of the 
war, anywhere from 25 to 75%. This, of course, indicates the extent 
to which the production of civilian goods has been curtailed during the 
war, and the expectation, which is quite reasonable, that the accumu- 
lated demand will make itself felt promptly when hostilities cease. 


In the entire group of forty employers consulted there are only one 
or two who expect any difficulty at all from such items as obsolescence 
of machinery, patterns, designs, necessity of finding new equipment, new 
outlets of distribution, or from the necessity of re-training staff. The 
expectation of lower taxes immediately at the close of the war is wide- 
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spread, and is one basis of optimism. Another is the expectation that 
wartime controls will be abolished promptly at the end of the war where 
practical, but the demand is not at all universal for discontinuance of 
certain controls which may be necessary to avoid serious confusion. 
This is the spot that will require the greatest attention, and full exercise 
of the combined judgment of business and government. 


It is expected that foreign exchange control will continue, and this 
is almost universally approved, since the general sentiment is that the 
exchange situation has been well handled during the war. 


By and large, there is good ground for optimism as to the post-war 
situation in manufacturing. And that is important for the whole 
economy, for while manufacturing employs only about 22% of all the 
workers, there is no other group whose activities are so quickly reflected 
in transportation, trade and service industries of all kinds. 


There is no indication of apathy, or lack of initiative, on the part 
of Canadian manufacturers. The supposition that they are going to sit 
around for months or years after the war discussing new materials and 
new designs and making new tools is wide of the mark. In most cases 
post-war business will start up promptly right where pre-war business 
left off. Changes in designs, materials and tools will come along gradu- 
ally with little or no interruption of production. Very few businessmen 
are going to be so short-sighted as to hold up production by long-range 
re-tooling when the whole country is calling for goods. 


The shortage of goods during the war and the rapid wearing out 
of household inventories, will have created an immense potential demand 
for goods and services. At the same time unusual purchasing power 
will have accumulated; the close of the war will undoubtedly find most 
people with more government bonds and larger savings accounts than 
ever before. The concurrence of these two factors in full strength does 
not spell unemployment. 


But how about exports, which for years have been of vital impor- 
tance for many Canadian manufacturers? It is not likely that our trade 
relations with Great Britain or the United States will be less favourable 
than in the pre-war years—they are likely to be very much more favour- 
able, since there is a wider recognition in the United States of the 
implications of their position as the world’s leading (and pretty nearly 
exclusive) creditor nation. Nevertheless, the long-term trend is not in 
the direction of greatly increased foreign trade, for a number of reasons 
which cannot be discussed here, and we shall be wise if we do not rely 
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on export business any more than is necessary to secure the foreign 
exchange we need to meet our external obligations. Nor would there be 
much advantage to Canada as a whole in large exports of manufactured 
goods or agricultural products if it were necessary to take payment in 
long-term bonds. The international stabilization fund, now being dis- 
cussed, may greatly improve this situation, but can hardly be entirely 
free from hazards. 


In many lines the manufacturers of Canada are now in better 
position than formerly to cater to foreign requirements and have 
achieved a world-wide reputation for the quality of their products. In 
that phase of the post-war economy Canadian manufacturers will enjoy 
an improved position. 


One of the most hopeful developments of the recent past is a new 
conception by businessmen of their place and function in the national 
economy. Generally speaking, businessmen have always had a sense 
of responsibility for the proper conduct of their own enterprises, and 
have assumed, without thinking much about it, that the responsibility 
for general community conditions or national conditions rested else- 
where. They now see that as a group they have a national responsibility, 
and in some degree international responsibility. 


In the handicraft stage of production tools were individual, power 
equipment was unknown, production was small, and the standard of 
living low. Today practically all workers must have access to capital 
equipment, buildings, machinery, tools, materials —they cannot live 
otherwise. Businessmen are now seen to be the custodians of this 
national capital, and consequently charged as a group with the responsi- 
bility of organizing the nation for production of the things we all want, 
and for employment of all who are willing and able to work.* The con- 
comitant responsibility of government is to establish and maintain a 
political and financial atmosphere favourable to a high level of individual 
initiative and enterprise. 


Post-war reconstruction is not entirely, or even primarily, a govern- 
ment responsibility, but the responsibility of the nation, for which every 
group and section and organization, even every individual, has duties 
as well as opportunities. Unless we individually contribute more in 
quantity and quality of intelligence and effort than in pre-war days 
there is no possibility of creating that enlarged pool of national produc- 
tion from which a better standard of living will have to be drawn. The 
more and better we are all looking for cannot be legislated into existence, 

*See “The Common Problem,” page 149 et sequitur. 
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nor conjured out of the east wind by lusty demagogues, but must be 
brought into being by increased efficiency, more power and machinery, 
greater skill, and generous willingness to work for the general good, 
rather than by fighting for the unfair advantage of some group or 
section. In all this it is assumed that private enterprise will continue to 
function in Canada. A few years ago many people felt that they would 
like to try out some form of state capitalism and central government 
planning, but the glamour of socialism is rapidly fading out as we begin 
to understand what actually happened in Germany and France and 
Italy during the thirties, as a result of socialist propaganda. The New 
Deal experiments in the United States have not convinced practical men 
that there is any progress to be made via centralized government plan- 
ning and bureaucratic control. 


The greatest assets of any nation are the intelligence, skill and 
character of its people, and their willingness to work together on friendly 
terms for the good of all. If the diffused initiative of the people is 
allowed to function in an atmosphere of liberty under the law, inspired 
by counsels of goodwill and fair play, the future of Canada is bright. 
But there is nothing but bedlam ahead of us if the nation is split into 
quarreling factions by the apostles of class hatred, who seek political 
power with the avowed object of overthrowing the institutions that in 
a few short years have made a day’s wages in Canada buy more than 
anywhere else in the world, except the United States (and we are now 
crowding them closely). 


Post-war manufacturing in the Dominion will do its part faithfully 
in co-operation with all other constructive groups if it is not blocked 
by ambitious demagogues and unscrupulous racketeers. But, as Dr. 
Lynn Harold Hough recently said: “If when the war is won we insist 
upon having Utopia we shall actually have hell.” 





A REHABILITATION PLAN 
HARRY C. BARRY 


FOREWORD 


Canada, with a population of only eleven and one-half 
millions, commanded fifth place in volume of foreign trade 
among nations, exceeded only by United States, United King- 
dom, Germany and France, the least populated of these coun- 
tries having at least forty millions of people. 


Will Canada maintain this progress after the war? During 
February 1942 the writer of the Plan outlined below was 
concerned with the fact that during a post-war period we might 
lose those markets which we had acquired to many of the 
countries which had formerly supplied them and that, because 
of the lack of mechanics for foreign trade being set up now, we 
beh we not be able to ship to many of the post-war available 
markets. 


We were concerned with the number of men who had gone 
overseas from our own company and regulations requiring that 
we re-hire each of these men on their return. We, therefore, 
conceived the Plan which we outline. This Plan was taken up 
by an economist in Toronto, Professor Gilbert E. Jackson, and 
sent to many individuals across the country. The comments, 
both by correspondence and conversation, of these individuals 
were noted and a common denominator drawn through such 
comments leading us to believe that the Plan was felt to be 
practical and sound. It appeared that the fundamentals were 
at least so and we were guided further in these thoughts by 
the fact that Canada had so few Trade Commissioners — we 
believe approximately thirty-seven — to cover the entire world 
before this war began. 


The Canadian Legion and the Canadian Chamber of Com- 
merce were kept informed of the progress of the Plan. The 
Plan is being progressively followed up and the writer is com- 
municating with manufacturers and business.men who are 
interested in the lack of Foreign Trade mechanics being set up 
now and the necessity for such a programme to be created at 
this time. 


It may be of note that some time before the Conservative 
Convention at Winnipeg members of that party became inter- 
ested in this “Rehabilitation Plan” and the writer attended the 
Convention as a delegate. The Plan was incorporated in the 
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Progressive-Conservative Party platform under Section 17 of 
Reconstruction, reading as follows: 
“RESOLUTION No. 17 


“The Government through a government corpora- 
tion should establish a foreign trade advisory service 
to assist exporters, train men for foreign selling, and 
place them abroad in strategic places where they can 
facilitate the sale of Canadian goods and act as a 
medium for purchase of imports to aid export sales.” 


* * * 


The following is an outline of the Rehabilitation Plan: 
S an average loyal citizen of Canada I have a plan for the continued 
progress of this country of ours. 


My plan may be subdivided under the following headings: 
1. General outline. 
Export-Import Trade Company and School. 
Foreign selling. 
Foundation 
Power 
Transportation 
Intelligence Bureau 
Canadian Manufacturers Association 
| Export Advertising 
| Foreign Credit. 
Post-war abundance and depression. 
6. Need for action. 


al dl 
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GENERAL OUTLINE 

My Plan has two basic divisions: 

1. To provide continued production for Canadian business by 
retaining foreign markets secured since the beginning of the war and 
to secure new world markets in an orderly “unartificial” manner for 
Canadian manufactured goods, raw materials and farm products. 


2. To provide work for the men who are now in the army, navy 
and air force when they become demobilized, in Canadian business and 
as Canadian salesmen in foreign countries. 


EXPORT-IMPORT TRADE COMPANY AND SCHOOL 


We must have a “Trade Export-Import Company and School” to 
teach carefully picked, post-war demobilized men to sell Canadian 
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products abroad. These men would necessarily locate abroad. The 
Company would be similar to the Fairmont Corporation and the Mel- 
bourne Merchandising Corporation. The School would be a part of it. 
At the present time Canada is shipping to the United Kingdom, the 
West Indies, India, Egypt, South Africa and South America such 
merchandise as paper products, beer, nuts and screws, medicines, 
textiles, barite and many kinds of manufactured goods and foods and 
farm products. These markets should be retained and more secured 
and my Plan is that with proper training and aid from tariffs and 
exchange and with a well-equipped organization back of him a Canadian 
salesman can sell Canadian merchandise abroad on a competitive par 
with salesmen from other countries. 


I suggest that the Canadian Government bear the cost of such a 
school and that the Government temporarily subsidize the salesman by 
way of paying salaries and expenses until such time as those salesmen 
would be self-sustaining. 


University professors who are accustomed to teach foreign 
languages conversationally should be secured for such a school to give 
our salesmen a grammatical and conversational background sufficient 
to enable them to grasp quickly the language of the country to which 
they are sent. 


Professors of Economy should be secured for this school to teach 
the salesmen basic principles of trade economy. 


Professors of History should be secured for this school to teach 
the students the historical background of the country to which they will 
be sent. 


An expert Canadian, English or American foreign salesman should 
be secured to teach foreign selling to these men and I stress a foreign 
salesman because of my understanding that selling in foreign countries 
has many fundamental differences (aside from the obvious ones) in 
comparison with domestic selling. (Conference of Paris sales terms, 
tariffs, duties, custom declarations, manifests, bills of lading — all of 
these could be taught and explained by a law school professor and export 
sales manager. ) 

All of these matters could be taught such salesmen, let us say, in a 
six months’ course; at least such fundamentals as would be necessary. 
Other matters such as exchange, credits and marine insurance would 
have to be considered. 


The school should have a library, publicity and educational depart- 
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ment to influence Canadian manufacturers to organize properly and 
educate themselves and their staff in the mechanics of export trade. 
This department should be used to interest Canadian manufacturers in 
export trade. This is important because of fear created in trading over 
foreign distances when in reality such distances can be shortened to 
“over the counter” selling. 


FOREIGN SELLING 

The prospective salesman should be carefully and studiously chosen 
for his ability, character and personality and having been thus chosen 
he must be given a sufficient fundamental training in: (1) The language 
of the country to which he is to be assigned; (2) a satisfactory knowl- 
edge of the product or products he is to sell; (3) a knowledge of Export 
and Import finance and marine insurance. Most of all, he must be 
taught how to sell his goods. He must be taught salesmanship and sales- 
manship in relation to the country in which he is selling. 


I suggest that these salesmen when assigned to foreign countries 
be under the guidance but not under the discipline of the Canadian 
Trade Commissioner and that the salesmen be under a district sales 
manager. 


The best personnel manager in Canada should be secured to choose 
these foreign salesmen. 


I know that selling the product that my company has to offer may 
seem comparatively simple but there is one basic principle involved in 
selling this product that is universal. We sell our product successfully 
because of thorough training and aggressive application. Because of 
this we sell our products in the face of cut-rate competition and I believe 
that a Canadian salesman sent abroad who is properly trained, intelli- 
gent, of good character and who is aggressive can compete with the 
salesmen of other countries. 


Character must be stressed because the foreign salesman is so 
entirely “on his own” and not under the immediate guidance of his 
superiors. 


FOUNDATION 


Power: A study should be made of all available electrical power in 
Canada and how this can be supplied to Canadian manufacturers at the 
least possible cost to compete with cheap labour in foreign countries. 
Electrical power should flow to Canadian manufacturers as abundantly 
as water flows from a tap and as cheaply. 
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Transportation: A study should be made and plans laid for the 
export of merchandise — not passengers — by plane to keep in existence 
our well-organized Commonwealth Training Scheme and to make use 
of the pilots of the Ferry Bomber Command. 


What is to become of the priceless training of these hundreds of 
pilots? What is to become of the thousands of bomber planes that no 
doubt will be in existence when the war is over? 


Are we going to allow that training to stagnate and the planes 
and our plane factories to rust out of existence as ships disintegrated 
after the last war? 


Those splendid organizations, along with the knowledge our 
Canadian pilots have built up in transporting freight to the Canadian 
north country, must be made use of in shipping our merchandise abroad. 


The possibilities of such methods of transportation are endless. We 
know that we ship large quantities of bacon to England and that in 
doing so we must compete with Denmark and Argentine. We know 
that a great deal of our meat must be refrigerated artificially. Goods 
shipped by plane in the semi-stratosphere do not need artificial refriger- 
ation. Goods would arrive in England in ten hours by plane, rather 
than eight days to two weeks by ship. Naturally shipping by ocean- 
going vessels would still be the backbone of our foreign trade and would 
be absolutely necessary where bulk cargoes are concerned and plans 
should be laid well in advance regarding their routes. Steamship com- 
panies might be interested in arranging now to buy bombers after the 
war as the C.P.R. is purchasing local air lines. 


Intelligence Bureau: I believe there is an Intelligence Bureau at 
Ottawa that deals with statistics of Foreign Trade. This bureau should 
investigate well in advance of the end of the war, if such information is 
not now available, the countries to which particular types of merchan- 
dise could be traded. I say traded because through the medium of our 
foreign salesmen import purchases should be made. This would give 
those salesmen an opportunity to do some “horse trading” for sales; 
that is, to use those import purchases as a lever to make sales. 


Canadian Manufacturers Association: A foundation should be laid 
within this association to deal quickly and intelligently with Canadian 
manufacturers and a liaison formed between the Canadian Manufactur- 
ers Association, the Trade Corporation and the Intelligence Bureau to 
promote and distribute sales and commodities. This part of the plan 
should be explored in great detail. 
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Export Advertising: As far as I know we have only one medium 
of export magazine advertising in Canada and while this is a small 
publication it nevertheless is a splendid nucleus around which could be 
built an advertising scheme. Other practical methods could be used 
as equipping our foreign salesmen with moving pictures of Canadian 
products to display before foreign purchasers. A practical, profitable 
and modern method of advertising is that of bringing prospective 
purchasers to designated points to become educated in Canadian 
products: Then there are other mediums such as advertising by mail 
and displaying merchandise at foreign trade fairs, etc., and many other 
methods that can be more intelligently discussed by someone trained in 
advertising. 


Foreign Credit: I am only familiar with one foreign credit bureau 
in Canada. I believe the facilities of that bureau can be made use of 
by Canadian shippers. This should be developed and credit plans 
intelligently predetermined. 


Post-WAR ABUNDANCE AND DEPRESSION 


Many countries will be in dire need after the war. It is to be 
expected that countries having food and gold must and will aid the 
financial structures of those countries. I believe that this is recognized 
as necessary to forestall another world depression. A study should be 
made of the future needs of those countries — that is the products of 
which they have become impoverished because of lack of production or 
abnormal use and of which they have become impoverished because of 
actual warfare. For instance, we should prepare to supply horses to 
Europe because of European horses being eaten. We should be prepared 
to ship office furniture to bombed cities and dock cranes to countries 
whose ports have been bombed. 


During this post-war periods goods should flow from this country 
in an abnormal artificial manner to supply those countries devastated 
during the war. This may create a complacency that will result in a 
depression after such countries become supplied and begin to produce. 
For instance, we may be able to ship live pigs to Denmark until Denmark 
was supplied to an extent equal to the time when Hitler confiscated 
Denmark’s pigs. We shall then have to compete with Danish bacon in 
England. During this period of reconstruction our Canadian salesmen 
may have an opportunity to adjust themselves to foreign conditions so 
that continued normal trade may be carried on after the period of 
reconstruction. Even during this period the salesmen could be of the 
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utmost aid in properly directing products such as Canadian bacon, 
cheese and other food products, the market for which must naturally 
drop off at the war’s end and which would have a disastrous effect on 
Canadian farmers. 


NEED FOR ACTION 


I emphasize that such a government organization and school should 
be organized immediately. The war may end six months from now — 
as quickly as it started —or it may end two years from now. If this 
Plan is approved by the Government the entire ground work should be 
started immediately so that all the different phases that require study 
can be determined and so that the personnel of such a school could be 
chosen and its mechanics put into operation at a moment’s notice. The 
problems surrounding the changing from wartime production and war- 
time contracts into peacetime production should be started immediately. 
The countries should be determined to which salesmen would be sent 
and the particular products which they would have at their disposal, 
which they should sell, should be determined. 


Many large foreign sales houses abroad which operated before the 
war will no doubt spring into existence again. These should be noted 
and plans laid to contact them immediately on the cessation of hostilities. 


There are many parts of such a plan that are beyond my capacity 
in a technical way and on those particular problems I must seek the 
advice of experts before enlarging on-this report for a complete review 
of this entire plan. 














AGRICULTURE IN THE RECONSTRUCTION 
PERIOD 


An address by H. H. Hannam, President of the Canadian Federation of 
Agriculture, before the Canadian Institute on Public Affairs, 
at Lake Couchiching, August 22, 1942. 


* * * 


N my approach to the subject of reconstruction, I agree with the 
view expressed frequently that the present conflict is more than 
just a war —that it is in fact a world-wide revolution. I believe the 
end of fighting is but the first step toward achieving what we are fight- 
ing for: the opportunity to build a new and better kind of security and 
freedom for all men. And I am convinced that unless we are prepared 
to meet the problems of reconstruction intelligently, it is possible for us 
to lose the war for freedom — even after gaining victory on the battle- 
field. This means that reconstruction and all it embraces is a far more 
realistic matter than is generally recognized. 


REHABILITATION OF AGRICULTURE 


The rehabilitation of agriculture will be no small part of the 
broader problem. In fact, agriculture must figure prominently in the 
national reconstruction picture. Why? 


(a) Because this Dominion, being an agricultural nation, has its 
roots deeper in the soil than has been recognized in national policies 
since the turn of the century. And the economy of tomorrow must be 
built around agriculture to a greater extent than it is today. 


(b) The war has brought home to people all over the world the 
fact that food is the foundation of well-being; and that soil is one of 
the greatest of world assets because of the food it produces for their 
existence. 


(c) The unprecedented increase in volume of production in some 
farm products under our war programme will intensify the seriousness 
of the post-war readjustments. E.g.: 
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Hogs—Gradings: 1938 ........ 3,245,000 hogs 
1939 ................8,706,000 “ 
1940 ................5,456,000  “ 
IDET ................neemeo ** 
1942 ..... 7,000,000 “ (hoped) 


(d) All statistics and evidence available point to the fact that the 
two decades between world wars constitute a period of decline for 
Canadian agriculture. Agriculture entered this war in an impoverished 
condition with no reserves, with equipment and buildings in poor repair 
and with indebtedness at a peak. Moreover, price control policies will 
prevent agriculture from building up reserves in this war and from 
reducing indebtedness to the extent which it did in World War I. 


(e) The rehabilitation of agriculture is one of those problems 
which, though domestic in many respects, nevertheless is profoundly 
affected by international factors and considerations. The probable 
European demand for foodstuffs because of the destruction of agricul- 
tural resources in so many countries, the extent of world markets 
available, the policies and agreements governing trade, and the policies 
of other dominions and agricultural countries will all affect and com- 
plicate our problem here. 


WARTIME POLICIES CARRY INTO POST-WAR PERIOD 
Even if we want to — and who would? — I do not see how we can 
possibly make a complete change back to the old order when the war 
is over. If we cannot then the policies adopted now are to some extent 
shaping the economic order of the future. In fact, every decision made 
today in war policy or programme will affect directly the situation with 
which we will be confronted at the end of the war. 


PRICE AND PRODUCTION CONTROLS 
In the short space of three years we have passed from a more or 
less free competitive economy to a completely Government regulated 
one. This constitutes one of the most radical and far-reaching changes 
ever undertaken by a democracy in such a short space of time. A price 
ceiling which freezes our economy as at a certain date provides the 
pattern for what is virtually a new economic set-up. 


I consider that the crux of the price ceiling programme as now 
administered lies in the fact that there is a strong disposition on the 
part of price control officials not to make an adjustment in any price 
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as long as the desired volume of supply is forthcoming. Unfortunately, 
this means that if farm people, in the interests of the United Nations’ 
common cause, respond nobly to appeals for more food, the very 
abundance which they provide at very great sacrifice to themselves will 
be used as the reason for not moving their prices up to a fair and 
equitable position. This policy may even maintain prices which compel 
farmers to deplete their soil, which compel farmers to drive down 
unduly the standard of living of their families, which force men to over- 
work to the point of breaking down their health, and farm women to 
take on heavier farm work than they are able for. That policy followed 
to the extreme can mean that the greater the sacrifice the greater will 
be the injustice piled on some primary producers. Surely that policy is 
not good enough for a general price ceiling which is responsible for 
establishing the balance between major groups in the nation. It 
definitely is not compatible with the justice and equality we look forward 
to that kind of democracy in the fight for which we have fashioned the 
price ceiling. 


Contrary to those who think we can drop all these controls when 
the war is over, I believe we shall continue with a substantial measure 
of price control. We may find ourselves in a position where we cannot 
do otherwise. 


After the war we cannot expect to hold as large a share of the 
British market as we have now. And in spite of the best plans we can 
make, some drop in total purchasing power on the part of the Canadian 
people is likely. Put alongside this the increased output per man as a 
result of war conditions and the return of soldiers to the land and we 
have all the factors present for a return of the “surpluses” debacle of 
the 30’s. 


If Canada can maintain a general price ceiling in wartime to save 
us from the disasters of out-of-hand inflation, our farm people believe 
that in the post-war period Canada can just as logically establish and 
maintain a general price floor to save us from equally disastrous defla- 
tion. If we resort to general price ceiling to ward off inflation and 
refuse to do likewise to ward off deflation, it will lend strength to the 
belief held by many that price fixing is applied more to protect money 
interests than the interests of the people. 


To establish minimum prices all along the line, however, when the 
supply exceeds the market demand, leads logically toward production 
controls. Again there may be no satisfactory alternative. J believe we 
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must frankly face the possibility of price supporting and price stabil- 
izing measures with the accompanying production controls, but if so, 
I want to see the maximum of regulation self-imposed and administered 
by democratically elected representatives of primary producers. 


A DOUBLE-BARRELED AIM 
Our broad aim in an agricultural policy (as Prof. J. A. Scott 
Watson, formerly of Oxford and now of Ottawa and Washington, stated) 
“must surely be (1) to keep in fertile and productive condition all the 
land we decide should be farmed; and (2) to insure a decent livelihood 
for the number of farm people who are required to farm it well.” All 
other aims are incidental, he said. 


The first part of this double-barreled aim implies the need of a 
long-range programme of soil conservation. The time is long past when 
we should have had a broad land utilization and soil management pro- 
gramme in this country. Unquestionably the present generation of farm 
people are not farming in such a way as to return to the soil an amount 
of plant food equivalent to what they sell from it in the course of their 
farm operations. Here again economic returns enter in. Unfavorable 
economic conditions and inadequate rewards for farm work prevent 
our farmers from rebuilding the soil as should be done. The land comes 
to this generation as a heritage from our forefathers. We, in turn, will 
pass it on to those who come after. In our day we do not really possess 
it but may use it and must hold it only as a trust. That it is the nation’s 
most valuable material resource must become a reality in fact as well 
as in word. 


The other barrel of this objective in farm policy, namely, “to insure 
a decent livelihood for the number of farm people required to work the 
land well”, implies several things: firstly, that economic rules and 
policies must be made to serve human needs and, secondly, that we 
should know how many farm people will be required to produce our 
food supply for the domestic and export market. 


LAND SETTLEMENT AND IMMIGRATION 


What percentage of our population is required to man our farms? 
Canada has never yet set about to answer that question but should do 
so as the first step in framing a reconstruction programme. There is a 
very definite limit to the amount of food each of us can consume. And 
there is a limit to the extent of the market we may hold abroad. Com- 
bining these two, we can calculate fairly closely the volume of food 
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production required. With a known limit on the market, it is stupid 
to preduce unwanted food surpluses for a market which isn’t there. It 
is equally stupid to try to place on the land a larger number of farm 
families than are required to produce the supply of food (along with 
adequate reserves) we require. 


As we progress by applying new developments in science and 
invention a progressively smaller and smaller proportion of our total 
population is needed on the land. Prior to the war slightly over 30 per 
cent of our gainfully employed were engaged in agriculture. In the 
near future, with further advances in mechanization, stimulated by 
war conditions, we may reasonably expect to lower the proportion of 
agricultural producers in respect to the total population. It seems to 
me this fact must be regarded as fundamental when we consider settling 
returned soldiers on the land, or if and when we consider the framing 
of a post-war immigration policy. 


Agriculture may expect to absorb its fair proportion of returned 
soldiers (or of immigrants in any future immigration policy) as must 
all other industries. But should it be decided, as has been done on 
occasions in the past, that the majority of soldiers or immigrants must 
be settled on the land, the results for agriculture, and eventually for 
Canada, would, in my opinion, be serious indeed. If it is found that, 
say, 25 per cent of our population can very satisfactorily produce all the 
food products for which there are available markets, it is logical to 
establish the rule that agriculture should absorb only 25 per cent of 
returned men or of immigrants who may be brought in under any 
prospective immigration programme. 


Bill 65 already provides for the settling of 25,000 returned men 
on the land. It is estimated that the total cost will be $80,000,000, 
of which $34,000,000 will be an outright grant. Jt is generally admitted 
that the soldiers’ land settlement scheme following the last war was a 
pitiable failure. And certainly another land settlement scheme will flop 
similarly if agriculture is not placed on a more secure footing than it 
was in the decades between the two wars. 


Whatever is done for the boys when they return is likely to cover 
but a small part of our indebtedness to them. This makes it all the 
more important that we and they should go into any land settlement 
scheme with our eyes open. The important factor which will do most 
to determine the extent of our generosity toward the returned men 
whom we set up on farms, and in the final analysis limit or assure the 
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success of their undertaking, is this: What will be done through a 
national programme for agriculture to give assurance to those now 
engaged in farming, together with the new settlers, that farm incomes 
will be adequate to support a reasonably good Canadian standard of 
living. 


If farm conditions and policies are not such as to permit the 
average practical farmer to live decently and pay off his farm mortgage 
then all the nicely laid plans for land settlement of war veterans will 
prove to be waste effort and bad statesmanship. 


Any substantial increase in the number of farmers over and above 
the percentage that is considered adequate on the land will simply 
produce unmarketable surpluses and distress conditions. To take public 
funds out of the treasury to settle more than a normal percentage on 
the farms would require the Canadian people to pay taxes to buy grief 
and discontent. To give grants of public moneys to returned men for 
land settlement under those circumstances will be far from doing them 
a favor; it would in reality be doing them a grave injustice. 


If we are going to have state assistance for any settler on the land 
—this applies more particularly to immigrants — by what logic can 
we refuse the same assistance to farm workers or farmers’ sons? It 
does not seem fair or sensible to have sons of our best farm families 
driven off the land because of lack of capital or credit to get a start for 
themselves and then have state funds used to subsidize settlers, often 
with poorer qualifications and prospects for developing into permanent 
progressive rural citizens. 


MARKET POSSIBILITIES AT HOME 


It is said that if we could raise every citizen in this country to the 
basic nutritional standard regarded by our scientists as essential for 
physical well-being it would require an increase of some 25 per cent in 
our total agricultural production to supply the Canadian people alone. 
In a country such as this there is no reason for not making such a 
standard basic in our economy. If it were done it would incidentally 
greatly facilitate the handling of our post-war agricultural problems. 
Unless a sincere attempt is made, however, to establish that standard 
as an objective of fiscal policy, it provides no assurance of an improved 
market for agriculture. 


RE-FINANCING AGRICULTURE 
A Toronto businessman who has made an outstanding success of 
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his city business and who owns a farm says: “It is nonsense to talk 
about recovering interest and depreciation in the operation of a farm.” 
I believe that applies generally for agriculture in Canada. If it does, 
farm mortgages at current interest rates cannot be justified. If they 
cannot be paid out of current income, then they exploit farm income 
and living standards. In any case, I do not see prospects for agriculture 
in the reconstruction period which would provide economic returns for 
the average farm family sufficient to support a satisfactory standard 
of living and then pay current interest rates on capital. Our recon- 
struction programme must provide for meeting the farm debt situation 
and should include the re-financing of farm mortgages at an interest 
rate which merely covers service charges for handling. 


DECENTRALIZATION OF INDUSTRY 

If we would change the policy of our provincially owned Hydro- 
Electric system in Ontario to provide power to the border of each 
municipality at approximately the same rate, low power rates and low 
overhead costs would attract branches of many industries to locate 
outside our large cities. This would provide seasonal employment for 
farmers’ sons and farm workers to the benefit of both industry and 
agriculture. Anything we could do in this direction to improve the 
purchasing power of the town and small city would help the farming 
community. And to revitalize both rural towns and the surrounding 
countryside is a desirable objective for the reconstruction period. 


PRODUCTION 


There is little doubt but that we are on the verge of far-reaching 
changes in production techniques. B. L. Emslie, in his CIL News Letter, 
says of Russia: “So remarkably rapid has been the progress made by 
Russian scientists in the study of agricultural problems that in some 
respects they now lead the world. In plant and animal breeding and 
nutrition and in soil science no nation has advanced farther and few 
so far... . Couch-grass in Canada is a troublesome weed. The Russians 
crossed it with wheat and obtained a perennial wheat from one sowing, 
of which seven crops can be taken.” And The Winnipeg Free Press 
carried a story (since reproduced in Magazine Digest) telling of scien- 
tific developments in Russia which have made it possible to provide a 
yield of two hundred bushels of wheat per acre. 


Sir E. John Russell, director of Rothamsted Experimental Station, 
believes that to Canadian farmers in the years immediately following 
the war will fall the opportunity of supplying a very large volume of 
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breeding livestock, poultry and seed grain to re-establish herds, flocks 
and grain crops in the European countries and particularly in Russia, 
where the “scorched earth” policy has destroyed agricultural resources 
over a vast area. This, however, must not be done at the expense of 
Canadian producers. Obviously, if it is done, it will have to be financed 
by Canada in a similar way to that in which we finance wartime 
production. 


CO-OPERATIVE USE OF FARM MACHINERY 
With power machinery coming into general use the conviction is 
growing that the income of the small family farm with diversified 
operations can no longer be in a position to support the overhead in 
farm machinery required and desired by the farm operator. 


G. N. Denicke, Dominion Experimental Farm, Swift Current, Sask., 
estimates that the original cost of farm machinery on the prairies is 
more than $800,000,000 (this estimate includes the value of horses as 
well as machines) or an average of $14.04 per acre. He calculates that 
farm work on the prairies could be done with $214,000,000 worth of 
farm machinery, or an average investment of $3.50 per acre. With 
our smaller farms in Eastern Canada it is possible a similar survey 
would show even a more striking difference in the present overhead of 
machinery as compared with the minimum amount required. 


To have our farms taken over by mortgage or loan companies and 
operated on a large scale or to permit blocks of farms to be bought up 
and operated by one or a few owners would be a retrograde step. That 
would simply develop a new class of land owners and have us move into 
an era of modern feudalism. We must meet the situation in some 
desirable and constructive manner. The co-operative ownership and use 
of power machinery is one proposal with real possibilities. 


THE CO-OPERATIVE MOVEMENT 


While many of the recommendations made herewith come under 
the heading of planning, we must not overlook the vast possibilities of 
the co-operative movement for fashioning the order of the future. One 
hope for democracy lies in adopting the co-operative way of life and in 
applying the co-operative formula of economics and community living 
all along the line. Co-operative organization and methods should go 
hand in hand with planning in agriculture and particularly on the 
producer and marketing end, while the consumer co-operative technique 
offers yet unrealized possibilities in the distribution of farm supplies 
and household goods. The credit union movement for handling credit 
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co-operatively is growing rapidly in Canada and is worthy of more 
attention than it receives. Apart from the advantages of social better- 
ment and revitalizing democracy, the co-operative movement has an 
indisputable record for economic efficiency. It offers a solution for 
many of the worst evils and failings of competitive distribution. The 
state would be well advised to go all-out in encouraging and promoting 
people’s co-operative as a positive feature of reconstruction policy. 


ORGANIZED INTERNATIONAL TRADE 


To me one of the most important features of reconstruction policy 
for agriculture must be the systematic movement of exportable farm 
products to world markets according to international agreement. J do 
not see how we can succeed in stabilizing our domestic economy (con- 
serving our soil and assuring our farm population satisfactory living 
standards) unless we have an orderly and organized movement of 
export food products from the Dominion. This, in my opinion, would 
apply to other agricultural exporting countries and no less to countries 
such as Britain importing the greater part of their food requirements. 


Sir E. John Russell, Director, Rothamsted Experimental Station, 
Hertfordshire (and part-time adviser to the Ministry of Information 
on Russian affairs), said recently: 


“We shall still continue to import after the war, but we need 
not do it in any haphazard way. Trading arrangements could be 
made with different countries whereby each could know what we 
were prepared to take from them at what price... . 


“For years food producers have lived in constant fear of 
economic crisis and nothing has done more towards the frustration 
of agricultural science. If we could deal with that we should have 
overcome one of the greatest problems in the countryside. . 


“It grieved me to be told in a Polish village that the opening 
of a milk factory meant death to some of the children, especially 
when I remember that much of the butter made at that factory had 
come to Great Britain, and we need not have had it, and could just 
as easily have got it from Australia or New Zealand without that 
price having to be paid. Commerce takes no heed of such things, 
but one hopes that after the war they will count. .. . 


“We in this country have a special responsibility in this matter 
because we are the world’s chief buyers of agricultural produce. 
. . . That is where more planning in our agriculture would help.” 
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Thinking only of our domestic affairs, I consider it will be 
impossible for us to establish a marketing system which will be adequate 
for the future and a planned production p#ogramme based on and 
harmonizing with the marketing programme unless, to begin with, we 
have order and stability in our export programme. But this has wider 
implications as well. Will not the next great step forward in human 
history be that of organizing the world’s food supply in the international 
sphere in a practical co-operative manner? I am convinced that if 
society is to set up an international plan to maintain the peace of the 
world, as we confidently hope will be the case, it will be more easily 
done, and perhaps only possible, if the leading nations concerned will, 
first of all, organize the feeding of the world on a more sane and orderly 
basis than has been done in the past. This course of action is inevitable 
if we make any serious effort to implement the ideal of the Atlantic 
Charter, which would “assure that all men in all lands may work out 
their lives in freedom from want and fear.” 
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CANADIAN INDUSTRY IN THE POST-WAR 
WORLD 
J. L. LAY 


T is becoming increasingly evident that the leaders in business 
and industrial circles see that there is more involved in the present 
struggle than merely winning military battles and enforcing the com- 
plete and unqualified surrender of the Axis. “Post-War Planning” is 
ceasing to be just talk—it is beginning to evolve into study—downright 
serious study, entrusted to able and responsible executives—and, in a 
few cases already, into action based on concrete plans. Post-War Plan- 
ning cannot be divorced from the fighting of the war itself; the better 
world for which we are fighting will not of its own accord be born when 
the whistles blow, but a clearly conceived, thoroughly documented plan 
will be of immeasurable value in assuring its ultimate arrival. 





The problems that will face the United Nations on Victory morning 
will be many—relief, rehabilitation, demobilization—and these same 
basic problems will face each individual. Each of us must ask himself 
“How and where will I fit in? What can I do now to anticipate inevitable 
difficulties? How will I carry out my own demobilization and rehabili- 
tation? Will J, by any chance, be on relief?” 


Private enterprise has amply demonstrated since August 1939 
that it is capable of successfully planning and carrying through great 
endeavours in the public cause. Will it be granted the opportunity it 
so richly deserves of demonstrating that it can plan and act for peace 
as ably as it has for war? If it faces the world on V-Day with a 
charted course, the answer will be yes. If, on the other hand, its lamps 
are empty of oil, it will be shut out from the bridal feast. 


Mobilization for the present war has been primarily in self-defence, 
but for many persons there is an underlying hope that it is a war of 
self-liberation from the slavery of an economic system which they are 
convinced is incapable of efficient management. Although employment 
is now at an almost impassible peak, the memories of our people are 
not short-lived; the ten years of depression prior to the war ground 
into the minds of many of them a cynicism which it will be difficult to 
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erase. This is evident even now with war workers spending their 
newly developed income as fast as it is earned. It is evident in the 
line-ups in front of motion picture theatres and other places of amuse- 
ment. It is evident in the cashing of War Saving Certificates and Victory 
Bonds prior to their maturity date. The prevailing philosophy seems 
to be eat, drink and be merry, for tomorrow we go back on relief. 


If these people have to be demobilized from their jobs at the end 
of the war, their ranks will be swelled by hundreds of thousands of 
members of the armed forces. These men presented a tremendous 
problem at the close of the last war, which compared to the present one 
was a simple affair. In this stupendous war of movement, soldiers, 
sailors, and particularly airmen have been trained to the highest possible 
degree in many technical skills. When they come back they will have 
within their ranks the best-trained mechanics this country has ever 
known. Such men will not readily endure enforced idleness or the 
stagnation of relief rolls. Work for all these people will be provided. 
It is easily discernible throughout the world that idle men with hungry 
children will quickly trade their liberty and freedom of action for bread. 
If work is not to be found, and if the Government of the day is unable 
or unwilling to provide work for them, they will soon establish a 
Government which will not dare to deny them what they consider one 
of their fundamental rights. 


The task before business men today is to attempt to evaluate the 
role which they, as the representatives of the Capital or “Private Enter- 
prise” system, will wish to play when the war is over. They will be 
faced on the one side by Government which is now not only their task- 
master and customer but also their potentially very serious competitor, 
and on the other side by the radical elements of the population shouting 
for change, for socialism, for communism, for Government ownership 
and operation of business. The temptation for Government will be very 
difficult to resist, and the men who today wield absolute power over 
Business will tomorrow be very loth to divest themselves of their present 
brief authority. Unless Business is ready with a demonstrably feasible 
plan, it is in grave danger of being supplanted when the period of testing 
arrives. 


When a person tries to picture for himself what conditions will 
prevail after the war he is immediately stopped dead by certain 
imponderables. No one knows yet just how soon the war will be over. 
No one can begin to estimate the ultimate price in men and materials 
we must pay for victory. No oné knows how long he must continue to 
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turn out weapons of war, nor how long and how much he must continue 
to pay for them. The only certainty is that when the time comes for 
war production to be halted a transition at least as difficult as that 
from peace to war will face him. The greater his mobilization for war 
the more imperative for him to have a well-formulated plan for imme- 
diate action as early as an assured Allied victory will permit. Post-War 
Planning, basically, is not a new function in business. It is merely the 
application of long-range business planning to the larger problems of 
converting a war economy into a peacetime economy. 


What, then, is the target on which every businessman must set his 
sights? Briefly, it is to reestablish himself in the post-war period as 
smoothly, as quickly, as securely and as inexpensively as possible. As 
each of us makes his living by selling some sort of goods or services, the 
first essential is to have something to sell, something that the public 
will be willing to buy at a price which will provide the seller with a 
living for himself, wages for his employees, upkeep for his premises, 
and a sufficient margin of profit to encourage him to improve and expand 
his business. 


If the seller is a merchant, he will probably start by making a 
survey of his customers. How has the war changed their living habits? 
Have their numbers increased or decreased due to shifts in war employ- 
ment? Will the change in population be permanent? If not, how quickly 
will people be likely to drift back to their former homes and occupations? 
These are not questions to which the answers may be guessed, but a 
reasonably simple investigation, in co-operation with other members of 
the community, will give quite reliable results. The second phase of 
the survey will be to determine the probable buying power and prefer- 
ences of the market. How well have the requirements of customers been 
satisfied during the war? Has every unfilled order for an article of 
durable nature been listed as a post-war prospective sale? How many 
Victory Bonds and War Savings Certificates have been bought in the 
community? Will there be a ready sale for the type of goods handled 
prior to the war? What new lines will be available to improve or 
diversify the stock-in-trade? Will the supplies be available in sufficient 
volume, and who will be the suppliers? Enquiries made now and 
repeated at regular intervals will not only clarify the merchant’s own 
situation, but will greatly assist the supplier in making his plans. 


The third phase of the merchant’s planning will concern itself 
with his own physical and financial situation. After several years of 
restricted activity during which only essential repairs have been made, 
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there will be a vast backlog of maintenance and improvements to his 
premises which will demand careful programming so that labour, 
materials and money will be available as soon as conditions permit him 
to go ahead. It may be quite difficult in the first year after the war to 
find builders or painters or plasterers free to undertake a job on a 
moment’s notice. Similarly, the merchant must decide how many sales- 
men he will require, and it may be advantageous for him to start 
training them for a vigorous programme of selling even before the war 
is over. These plans will all cost money, as will the replenishing of 
stocks of goods, and the man who approaches his banker well in advance 
of his urgent necessity will but enhance his reputation as a prudent, 
forward-looking business executive. 


For the industrialist or manufacturer, be he large or small, the 
problems change only in degree. His actions have been more circum- 
scribed by restrictions on peacetime operations, his normal development 
work has almost been halted, and his employees have been transferred 
from peacetime to wartime occupations, if they have not left him 
altogether for better wages elsewhere. At the other extreme are the 
great war plants employing many thousands of additional persons for 
whom a livelihood must be guaranteed. The physical equipment may 
be either brand new and “surplus capacity” in terms of normal pre-war 
activity, or it may be old and rapidly deteriorating as a result of 
excessive load of war operations. 


In order to answer the questions “What am I going to sell?” and 
“How and where am I going to produce?” the manufacturer must first 
realize the importance of his problems, and then the fact that Post-War 
Planning is no one-man job in any company. It requires the pooled 
experience and imagination of the best brains available, for new 
products, plans for factory rehabilitation, plans for replacing all our 
boys now on active service are not just pulled out of a hat. They involve 
every branch of the whole organization. In order to employ labour 
profitably a saleable product is the prime requisite. In this, three funda- 
mental departments are involved. The Sales Department must locate 
the market, specify the product, advertise and distribute it. The Engi- 
neering Department must assist the Sales Department with their 
research and designing ability in providing the product, but they must 
also design something which the factory can produce and which can be 
sold at a profit. The Manufacturing Department must keep up to date 
on technical developments of processes and materials, must maintain 
an adequate supply of materials through their Purchasing division, and 
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must properly utilize the available personnel. Over all, the General 
Management must care for problems of finance and taxation, and must 
take the responsibility for the final decisions of Company Policy. And 
the General Manager must have confidence in the whole idea himself, 
for only by his authority can busy executives be asked to give up part 
of their time to post-war when immediate war plans demand their 
fullest attention in no uncertain manner. 


The procedure adopted by one Canadian firm might easily be fol- 
lowed by others. Under the chairmanship of the president, the executive 
heads of the various departments were called together and after an 
address in which the importance and objectives of Post-War Planning 
were outlined to them, they were each given copies of a carefully pre- 
pared questionnaire designed to facilitate, by means of the answers 
received, the formation of the company’s plans. 


The Sales Departments were asked to give an estimate of sales 
volume, both for Canada and export. They were asked to study the 
effects of war controls and restrictions on the supply of goods and on 
the extension of credit, and to study the position of dealers, their main- 
tenance in business during the war and the reestablishment of casualties 
after the war. Together with the Engineering Department, they were 
asked to prepare recommendations on Product Development—the intro- 
duction of new machines and particularly the revival or permanent 
discontinuance of sizes and models dropped in the war simplification 
programme. (Plans here are already being as well developed as tool 
room capacity and shortage of experienced designers will permit.) 


The Chief Engineer and the General Manufacturing Manager are 
progressively studying the problems of reconversion from war work, 
the utilization of the special equipment which is the company’s own 
property and the disposal of that which belongs to the Crown, the 
rehabilitation of the older parts of the plant and the replacement of 
those machines which, because of accelerated use for war work, will 
have to be scrapped. They must also keep themselves thoroughly well 
informed as regards new techniques and the use of such new materials 
as the light metals and alloys, plastics, etc. 


To the Chief Purchasing Agent were given questions covering the 
availability of supplies from pre-war sources, and the discovery of new 
suppliers for the new materials which may be required, or to replace 
those old suppliers who may no longer be doing business with the 
company. 
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The General Personnel Manager has one of the fundamental jobs. 
He must estimate the extent of the problem, the magnitude of wartime 
expansion, and must fit his available labour force into the post-war 
requirements of the company. Inevitably he will be faced with layoffs, 
and the problems of re-training both men returned from the Services 
and those of the present staff who have known only war operations. 


Finally, the Secretary, the Comptroller and the General Manager 
himself have been giving consideration to such matters as reserves, the 
financing and termination of war contracts, and the various aspects of 
the tax situation. 


The answers to these questions have been most useful. For instance, 
the company have found that the change back to full scale production 
of peacetime lines need not take very long, provided they are able 
quickly to remove certain Government owned machinery and are able 
to secure adequate supplies of materials. The Purchasing Department 
are instituting a questionnaire system which will permit them to keep 
a running check on all sources of supply. As there are some hundreds 
of these, any one of which might tie up production at a critical moment, 
the importance of this step is obvious. The Personnel Manager will 
eventually know where his employees came from, both as to locality 
and previous occupation, how many of them will return to other jobs 
after the war, and how many of them will expect to be taken care of in 
their present locations. He will also be able to provide an estimate of 
the labour that will be available for carrying out proposed post-war 
projects. 


A second group in the same company have been charged with 
making a study of possible new products which the company might 
manufacture in order to absorb its excess plant and labour capacity. 
At the same time it is gathering all possible information on new 
processes and new materials, and attempting to discover possible 
applications for them in the company’s regular lines. 


Whole books might be written on the ways in which human 
ingenuity has overcome shortages of material, labour and time in the 
face of the war emergency. Materials which were curiosities before 
the war or which were fighting for recognition have suddenly become 
of vast strategic importance. Aluminium, for instance, long appreciated 
for its lightness and its heat conductivity, is now in certain alloyed 
forms a serious rival of the lighter steels. Magnesium, soft and tough, 
and a third lighter still than aluminium, is, with the exception of iron, 
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the cheapest metal per unit of volume known to man. It, too, is easily 
alloyed with other materials with most amazing results, while the new 
plants built to extract it from sea water have increased the available 
supplies an hundredfold. Steel is no newcomer, but efficiency of produc- 
tion and vastly increased plant capacity point the way to post-war uses 
far beyond our pre-war imaginings. 


The miracle baby of this war is, of course, the Plastics industry. 
As the Chemicals industry grew out of the smokeless powder and dye 
requirements of 1914-1918, so Plastics are an evolution of the Chemicals 
industry in the years just prior to 1939. Hailed at first as substitutes 
for a variety of metals and other materials which were rapidly becoming 
scarce, they have quickly and securely established themselves as 
materials in their own right. Their number and the variety of their 
specifications already fill a catalogue that rivals Webster’s Dictionary, 
while almost every day some chemist somewhere succeeds in combining 
new elements to produce another startling addition to this amazing 
family. But plastics have their limitations. They are not cheap, neither 
to produce nor to use. They will not quickly — may never — displace 
familiar structural materials such as wood and stone and iron, but then 
clay is a plastic which man has used from earliest times, and bricks and 
glass are its “thermosetting” and “thermoplastic” derivatives. The 
modern chemical plastic will find its greatest range of applications 
wherever small articles must be reproduced in great numbers, or in 
luxury articles where inherent beauty or other special attributes may 
be incorporated regardless of price. Plastics fill many requirements 
more efficiently than any other materials, to a degree where the réles 
are now reversed, the plastic is now the scarce material and its 
predecessor the substitute. 


A very special group of members of the chemical plastics family 
are the so-called Synthetic Rubbers. Under development since before 
the end of the last century, substitutes for rubber were first put into 
commercial use by the Germans during World War I. The results were 
not satisfactory, and progress was slow until soaring rubber prices in 
the late 1920’s gave a new impulse to development work whose results 
are to be seen in the various types of synthetic rubber now available. 
The great plants now beginning to add their production to the small 
supplies of natural rubber do not produce a perfect product for all 
applications — the laboratories are working as feverishly as the con- 
struction engineers building the plants — but the superiority of certain 
types for certain jobs gives promise that the ultimate goal may eventu- 
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ally be reached. However, the “100,000-mile tire” or even a “50,000-mile 
tire” made from synthetic rubber is not yet an immediately forseeable 
possibility. The cost of the synthetics will remain high for many years, 
and unless the price comes down to compete with natural rubber at 
12c-15¢c per pound, or the quality becomes significantly superior to 
compensate for the high cost, there is little chance of the natural product 
being kept off the market except by governmental action. It is much 
more likely that the two will continue to be used side by side and in 
combination and that world capacity to consume rubber will keep pace 
with the capacity to produce all available types. 


Many other products the variety of whose uses has suddenly amazed 
a blasé world might be described — plywood and paper should certainly 
not be forgotten — but time and space forbid. One might also write at 
length on the ways in which mechanical processes have been speeded 
up in the effort to conserve both time and materials. Unless the North 
American continent slips back into its once typical economics of waste, 
the possibilities for raising our standards of living inherent in these 
new ways of doing familiar jobs simply begger the imagination. In- 
genuity has been the keynote, coupled with intelligent planning for the 
optimum utilization of the means at hand. Special jigs have made it 
possible to do new jobs on old machines. New machines have been 
developed for special jobs. Flame cutting of heavy plate, and pre- 
assembly of large components have brought shipbuilding records down 
from months to days. Prefabrication of residential housing has made it 
possible for the purchaser of a new house to move in within two weeks 
of choosing the site, effecting a saving not only of time but of cost as 
well, which may eventually raise the housing standards of every class 
of purchaser. 


Post-war design is one of the contentious angles of present post-war 
planning. There is much confusion of the meaning of the term “Post- 
War” with what should properly be termed “Future”. Unless the war 
drags on for a very long period, it will be impossible for the revolution 
of style and design pictured for us by many advertising artists to be 
upon us immediately the whistles blow. Such radical changes as are 
suggested are not achieved without development and testing. It takes 
time to translate an artist’s sketch to a series of blueprints and finally 
to a tangible article. There will be improvements in quality, to be sure, 
but the urgent needs of a world starved for peacetime goods will be filled 
by returning to the production of the things for which facilities are 
already available. Then, as the boom demand begins to subside, one 
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may expect the introduction of the “dream models” in order to stimulate 
trade and meet compétition. Great care should be exercised in conduct- 
ing present-day advertising campaigns that the public be not led to 
expect the impossible at the first drop of the hat. Disappointment might 
easily have unhappy consequences for the advertiser and cause unneces- 
sary stagnation of business in the immediate post-war months while 
customers wait in vain for the miracles that had been promised. At the 
same time, however, development of the new and the radically different 
should not be delayed just for the sake of maintaining production to 
satisfy the needs of a booming market. When once the urgent require- 
ments have been filled, style and progress will again become the keynotes 
of competitive selling, and the full fruits of war’s technical progress 
will be gradually made available for the uses of peace. 


As was pointed out at the start of this paper, Post-War Planning 
cannot be divorced from the fighting of the war itself. Every one of 
the questions raised or suggested here must inevitably confront the 
businessman who wishes to survive. Every action taken today, every 
move to further the war effort, every consideration of expansion or 
contraction will have its consequence in the post-war period. Whether 
a man be a big industrialist or small merchant, if he refuses to recognize 
these facts he is but building up the difficulties he must overcome. If, 
on the other hand, he intelligently charts his course he will not easily 
be denied the réle he chooses to play. 
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PRIORITY PROCEDURES, DEPARTMENT 
OF MUNITIONS AND SUPPLY 


The following article is only a summary of new priority procedures; full 
details, together with copies of new forms and orders, are available from 
your nearest Regional Priorities Office. (See accompanying panel.) 


* * * 


TTAWA, July 26.—“‘New and simplified priority procedures, so 

far as the procurement of U.S. goods and materials is concerned, 

are now fully operative in Canada,” stated W. E. Uren, Director-General 

and Priorities Officer, Priorities Branch, Department of Munitions and 

Supply, in commenting on revised and important operations that have 

been developed for use in Canada, following the announcement of the 
Controlled Material Plan in the United States. 


Basis for this statement is the fact that the Priorities Branch in 
Ottawa have produced a Canadian series of application and authoriza- 
tion forms which, in the great majority of cases, now replace various 
United States forms when Canadians need priority assistance to effect 
delivery of materials and supplies of U.S. origin. 


Such Canadian applications have distinct advantages, a study of 
the new procedures indicates. “Now that our purely Canadian and 
considerably simplified methods are being used, we are receiving highly 
favourable comment from Canadian industry in general,” Mr. Uren 
observed. 


The new developments are further — and it is hoped final — steps 
in the process of making it possible for Canadian industry efficiently to 
furnish their U.S. suppliers with the necessary priority symbols as 
required under the U.S. Controlled Materials Plan. These developments 
are a finalization of the interim procedures which -obtained during the 
second quarter of this year (April, May, June) ; for the second quarter, 
the new Canadian Form PB-1005 was used by major Canadian firms to 
obtain U.S. priority assistance and smaller firms, during the interim 
period, used existing United States procedures for their U.S. require- 
ments. Now all classes of importers of U.S. goods are covered in a 
standard manner. 
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The Priorities Branch emphasizes that the second quarter pro- 
cedure was a transitory one and was designed to bridge the gap between 
the then existing U.S. priority procedures for Canada and the new 
procedures now fully being used to conform with major changes brought 
about in the United States by the adoption of the Controlled Materials 
Plan. 


The interim procedure, used during the second quarter, was 
approved by Washington’s War Production Board on the understanding 
that detailed and complete procedures would be worked out for subse- 
quent quarters — procedures that would make it possible for Canada 
to submit her United States requirements in a manner similar to that 
introduced across the border. 


Working out these mechanisms was a big job; those who are 
familiar with the Controlled Materials Plan in the United States, and 
with the many involved special regulations obtaining for special products 
or industries, will understand that it was a complex problem to evolve 
a new system that would cover satisfactorily all phases. 


On the surface, the problem seemed a simple one. Under the 
Modified Controlled Materials Plan (the term designating Canadian 
procedures under CMP), Canada furnishes the War Production Board 
with an over-all picture of her requirements of metals and metal-bearing 
parts for future quarters — broken down into the various categories 
required (such an elaborate break-down was not requested for the 
second quarter). From this “Requirements” figure, the Requirements 
Committee of WPB makes a bulk allotment to Canada—and, here 
again, this allotment will be broken down into categories of materials 
and supplies. 


With the receipt of this allotment by Canada, the U.S. materials 
are theoretically across the border and the Department of Munitions 
and Supply may then distribute in Canada such materials, with the 
approval of the Canadian Division of the War Production Board, which 
Division has a section attached to the Priorities Branch in Ottawa. 


However, it isn’t as simple as it sounds. Even in the United States, 
the superimposing of CMP on existing priority procedures was far 
from a smooth operation due to the fact that all sorts of special orders 
and regulations governed various industries. When we consider this 
and add the fact that all these complexities had to be carefully studied 
by the Priorities Branch and fitted into a Canadian system of wartime 
controls that is very different from Washington’s system, it can be seen 
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that many problems had to be solved before a final announcement on 
_ procedures could be made. 


One problem of the Priorities Branch, as they considered future 
quarter procedures, was to develop application forms that would bring 
in statistics that could be translated into an “over-all requirements” 
picture for presentation to the WPB Requirements Committee; but this 
was only one of the problems. It was also necessary to work out vehicles 
for authorizing amounts, from the allotment received, to Canadian 
industry —for production materials, for maintenance, repairs and 
operating supplies, for new construction, etc. 


The mechanics of presenting the “Requirements” figures are not 
of general interest to Canadian industry, but the forms that they must 
now use to seek U.S. priority assistance, and new regulations attendant 
to these forms, are of vital interest, and a summary of these is given 
below. 


Basic points in the new procedure may be briefly highlighted as 
follows: 


(1) Preference ratings are now given to the importer instead of 
to the consumer. (This is not a blanket statement since, in some special 
cases, the actual users will still have to file special U.S. forms.) The 
new principle eliminates generally the passing around in Canada of 
U.S. preference ratings and the extension of U.S. preference ratings to 
Canadian manufacturers for the “U.S. content”. 


(2) Materials and supplies are authorized from the Canadian 
Allotment. 


(3) Canadian forms, developed by the Priorities Branch, are used. 
(Here again, this is not a blanket statement since, in special cases, U.S. 
forms still will be required.) 


All materials imported from the United States may be divided into 
five categories: 


(1) Production Materials 

(2) Construction Materials 

(3) Maintenance, Repairs and Operating Supplies 
(4) Capital Equipment 

(5) Individual Consumer Goods. 


(Definitions of these classes of materials are found in the adjoined 
list.) 
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“Users” of U.S. materials are divided into four classes: 
(1) Manufacturer or Construction Contractor 

(2) Service (such as hydro, telephone) 

(3) Raw Material Producer 

(4) Distributor. 


(Definitions of these classes of “Users” found in the adjoined list.) 


For priority purposes, under the new procedures, all importers of 
materials and supplies from the United States are divided into three 
classes : 


(1) Class 1 Importer—(usually a large manufacturer, service, 
raw material producer, or construction contractor.) 

(2) Class 2 Importer—(usually a small manufacturer, service, 
raw material producer, or construction contractor.) 


(3) Class 3 Importer—(all distributors.) 


(Detailed definitions of these three classes are found in the adjoined 
list; a study of these definitions will show any importer into what class 
he falls.) 


Keeping these basic points and various classes of materials, “Users” 
and importers in mind, new procedures may be summarized as follows: 


(1) Priorities Officer’s Order PO 4 became effective June 7th; it 
established a simple Programme Classification System designed pri- 
marily to provide a link between consumer and importer and thus 
establish a basis for determining the grade of United States preference 
rating applicable, and to classify material requirements into individual 
military and essential civilian programmes. (This order affects prac- 
tically every Canadian industry.) 


(2) An Order Approval System now obtains for steel, copper and 
aluminum (“Controlled Materials”—-see definitions) in mill shapes being 
imported into Canada. Such orders must now be approved by the Steel 
or Metals Controller before being placed with the United States supplier. 


(3) Priorities Officer’s Order PO 5, dated May 20th, 1943, estab- 
lished an automatic procedure for assigning U.S. preference ratings, for 
Maintenance, Repair and Operating Supplies, to Class 2 and Class 3 
Importers. (This Order is the Canadian counterpart of a similar CMP 
Regulation in the United States.) 


(4) New application forms (PB-1005, PB-1005a, PB-1006, PB-1007 
and PB-1010) are now used for assignment of U.S. preference ratings 
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and/or allotment numbers to materials and products imported from the 
United States, other than Mill Shapes, Capital Equipment and Main- 
tenance, Repair and Operating Supplies secured under Priorities 
Officer’s Order PO 5. 


Form PB-1005 is the application for Class 1 Importers. (This 
same class use PB-1005A for advance quarter applications, and PB-1006 
for supplementary applications when additional materials are required 
during a quarter.) Form PB-1007 is the application for Class 2 
Importers. 


Form PB-1010 is the application for Class 3 Importers. 


(5) It will be noted that Capital Equipment is excluded from such 
forms as PB-1005 and PB-1007. United States application form WPB- 
541 (formerly PD-1A) and special WPB forms will still be used for 
securing such equipment. This represents an exception to the general 
principle of assigning preference ratings only to importers —so that 
applications for Capital Equipment may be made by consumers and 
extended to Canadian distributors of such equipment, if necessary. 


(6) Application form PD-3A has been eliminated except for certain 
specific cases. 


Subjoined is a chart which illustrates use of new forms and orders 
under the simplified procedures: 


DEFINITIONS OF PRIORITY TERMS 


To provide clarity in all Canadian priority operation, special mean- 
ings have been assigned to certain words and terms, as follows: 


1. “Class 1 Importer” means any person other than a distributor 
whose imports of materials from the United States do not fall within 
the conditions which define a Class 2 Importer. 


2. “Class 2 Importer” means, with relation to any calendar quarter, 
any person who is not a distributor and who imports any materials (as 
defined) from the United States, provided that both of the following 
conditions are met: 


(i) Materials other than Maintenance, Repair and Operating 
Supplies and Capital Equipment 


That it is not necessary under the provisions of the Controlled 
Materials Plan for the importer, during such calendar quarter, 
to make any allotment of Controlled Materials to a United 
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States supplier for the production of materials (as defined) 
to be imported for use other than as maintenance, repair and 
operating supplies and capital equipment. 


(ii) Maintenance, Repair and Operating Supplies 
That the importer will not, during any month of such calendar 
quarter, import from the United States materials (as defined) 
exceeding $500.00 in aggregate purchase value for use as 
maintenance, repair and operating supplies. 


3. “Class 3 Importer” means any distributor who imports from 
the United States any materials (as defined). 


4. “Materials” means any raw material, semi-finished or finished 
product, other than Controlled Materials (as defined), for which a 
United States preference rating is required in the United States to 
secure delivery from a United States supplier. 


5. “Controlled Materials” means carbon steel, alloy steel, copper 
and aluminum when in the forms and shapes indicated in the CMP 
Materials List. 


6. “Production Materials” means all materials required by the 
manufacturer to be physically or chemically incorporated into manu- 
factured products, which manufactured products are to be sold and not 
consumed by the manufacturer. This includes fabricated containers 
required for packaging or shipping the manufactured product. 


7. “Construction Materials” means any materials for physical 
incorporation into any new plant, building, power line, road, pier or 
other structure for the reconstruction, remodelling or conversion 
thereof, including permanent fittings and fixtures which are an integral 
part of the structure but not including Capital Equipment which relates 
only to a particular use of the structure. (In general, materials which 
are an integral part of the building and are of a permanent nature are 
considered as Construction Materials, whereas equipment which is 
installed within but is not permanently attached to the building is con- 
sidered as Capital Equipment.) 


8. “Maintenance” means the minimum upkeep necessary to con- 
tinue a plant, facility or equipment in sound working conditions; 
provided that it shall not include the improvement of any plant, facility 
or equipment by replacing material which is still usable, with material 
of a better kind, quality or design. 
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9. “Repair” means the restoration of a plant, facility or equipment 
to sound working condition when the same has been rendered unsafe or 
unfit for service by wear and tear, damage, failure or parts or the like; 
provided that it shall not include the improvement of any plant, facility 
or equipment, by replacing material which is still usable, with material 
of a better kind, quality or design. 


10. “Operating Supplies” means any materials which are normally 
carried by a person as operating supplies according to established 
accounting practice. The term shall also include such items as hand 
tools, customarily purchased by the particular employer for sale to his 
employees for use only in his business, in those cases where they would 
constitute operating supplies under established accounting practice if 
issued to employees without charge. 


The terms “Maintenance”, “Repair” and “Operating Supplies” shall 
include any item of materials not exceeding $150.00 in laid-down cost 
ordinarily acquired by the user as a capital asset, and subject to annual 
depreciation in the user’s established method of bookkeeping; provided 
that materials for any one complete addition aggregating more than 
$150.00 in laid-down cost shall not be divided for the purpose of coming 
within this definition. 


The term “one complete addition” includes a group of items 
customarily purchased together and all items which would normally be 
purchased as part of a single project or plan. 


” 6 


The terms “Maintenance”, “Repair” and “Operating Supplies” shall 
not include any item specified in Schedule 2 to Priorities Officer’s Order 
P.0.5, regardless of value, and shall not include Construction Materials 
(as defined). 


1. “Capital Equipment” means all materials, excluding Construction 
Materials, ordinarily acquired by the user as a capital asset and which 
will be subject to annual depreciation in the user’s established method 
of bookkeeping, except as provided in the previous paragraph. 


12. “Individual Consumers Goods” means material required for 
direct consumption by an individual, such as refrigerators, household 
effects. 


13. “Importer” means the person in whose name the materials 
exported from the United States are entered at Customs in Canada. 


14, “Person” means any individual, partnership, association, busi- 
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ness, trust corporation, governmental corporation or agency, or any 
organized group of persons. 


15. “Manufacturer” means any person by whom materials are pro- 
cessed, fabricated, assembled or otherwise physically changed provided 
that the manufactured product is to be sold and not consumed by the 
manufacturer. This definition also includes food processors, dairy 
products plants, and metal mills which process beyond the ingot. A 
manufacturer who also sells purchased fabricated products to round out 
his line, which do not represent more than 10% of his total sales of that 
line, shall be deemed the manufacturer of such products, and not a 
distributor. 


16. “Distributor” means any person to the extent that he is engaged 
in the business of the resale of materials which he has not further 
manufactured, processed, fabricated, assembled or otherwise physically 
changed, including sales as an agent, distributor, wholesaler, retailer, 
warehouse, industrial or mill supply house or scrap dealer, except as 
provided in the previous paragraph. 


17. “Raw Material Producer” means any person engaged in the 
extraction of raw materials or mining, drilling or related activity or the 
further processing of such raw materials up to and including the ingot, 
crude oil or similar basic form. 


18. “Service” means any person other than a manufacturer, dis- 
tributor or raw material producer by whom materials are used for the 
purpose of rendering a service. 


19. “Purchase Value” means the value of materials in United 
States funds as shown on the invoice of the United States supplier. 


REGIONAL PRIORITIES OFFICES 


Location of Name of Telephone 

Office Representative Address Number 
Halifax..........H. E. Silver ....802 Bank of Nova Scotia Bldg. Bishop 7418 
Montreal W. D. Lachapelle...1155 Bishop Street Plateau 2556 
Toronto A. R. Whitten Osler Bldg., 11 Jordan Street Adelaide 6971 
Hamilton G. W. Rymal........... Terminal Bldg. . vevececeeee €°9195 
Windsor.........H. W. Ford.. 1009 Canada Bldg. RCo 
Winnipeg.......E. N. Dack ......-209 Power Bldg. 25-361 & 25-362 
Edmonton......G. P. Morison.........c/o Northwest Purchasing Co. ‘Ltd, 

109th Street and Jasper veveeee 28-659 

Vancouver.....E. A. Leslie 1180 Marine Bldg. ; rae Marine 4581 





